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Financial Highlights 

Banner Industries, Inc. 
Year Ended June 30, 1970 


Net Sales and Revenues . 

Income Before Federal Income Taxes and Items Below. 

Federal Income Taxes. 

Income From Continuing Operations Before Extraordinary Items 

Per Share . 

Extraordinary (Charge) Credit: 

Federal Income Tax Reduction From Loss Carry-Forward .. 

Per Share . 

Plant Shutdown and Relocation Costs, Net of Taxes. 

Per Share . 

Income From Continuing Operations. 

Per Share . 

Operating Losses of Discontinued Operation, Net of Taxes. 

Per Share . 

Net Income . 

Per Share . 

Average Shares Outstanding. 


1970 

$ 58 , 992,391 

780.436 
392,000 

388.436 
.09 

392,000 
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780,436 

.18 


780,436 

.18 

4 , 434,621 


1969 

$40,999,631 

1,317,464 

658,000 

659,464 

.15 


(178,498) 

(.04) 

480,966 

.11 

(398,841) 

(.09) 

82,125 

.02 

4,259,910 


























Report To Shareholders 



Samuel J. Krasney 
Chairman of the Board 
and Chief Executive Officer 


Fiscal 1970 was a year of growth and 
consolidation for Banner Industries, 
Inc. Sales and revenues and net 
income increased substantially 
despite a prevailing sluggishness in 
the capital goods and construction 
sectors of the economy, and despite 
a wildcat strike in the trucking industry 
during the company’s fourth quarter. 
The year also saw progress made in 
further improving the efficiency of 
Banner’s operations and its 
participation in important product 
lines and markets. 

Sales and revenues for the year 
ended June 30, 1970 amounted to 
$58,992,391, a 44 per cent increase 
over the $40,999,631 of fiscal 1969. 

Net income after taxes totaled 
$780,436, or 18 cents a share for the 
year, and compared with net income 
of $82,125, or two cents a share, for 
the preceding year. Net income for 
fiscal 1970 benefited by $392,000 or 
nine cents a share from a tax loss 
carry-forward, while non-recurring 
charges in fiscal 1969 reduced per 
share earnings by 13 cents a share. 
Income from continuing operations, 
fully taxed and excluding extraordinary 
items, amounted to $388,436 or nine 
cents a share for the 12 months ended 
June 30, 1970, and compared with 
year ago income from continuing 
operations of $659,464 or 15 cents 
a share. 

The substantial increase in the 
company’s sales and revenues for 
the year reflects the full-year contri¬ 
bution of Commercial Motor Freight, 
acquired on a cash basis as of January 


1,1969. In fiscal 1969, the revenues 
and earnings contribution of Commer¬ 
cial Motor Freight to Banner 
was only for six months. 

The average number of shares 
outstanding in fiscal 1970 was 
4,434,621, compared with 4,259,910, 
the average number of shares 
outstanding in fiscal 1969. 

Converging Conditions 

Several conditions converged during 
fiscal 1970 to reduce Banner’s 
earnings from continuing operations. 
Among these were: 

— A general slowdown in construction 
activity throughout the country which 
was responsible for a reduction in 
demand for ceramic tile. 

— A decline in shipments at our 
Patterson-Ludlow Division brought 
about by an apparent reluctance on 
the part of U. S. manufacturers to 
engage in heavy capital investment 
programs coupled with less than 
standard production efficiency in 
some product lines. 

— An unauthorized work stoppage at 
the Commercial Motor Freight 
subsidiary which curtailed a major 
portion of its operations for five 
weeks in April and May. 

The overall effects of the 33-day 
stoppage forced the suspension of 
operations at two of Commercial 
Motor Freight’s major terminals, those 
at Cleveland and Akron, from April 1 
to May 4 and interrupted intermittently 
operations at the company’s terminals 
in other Ohio cities. 

The new labor contract called for 
wage increases which were retroactive 
to April 1, 1970. The effect of the wage 
increase on Commercial Motor 
Freight’s profit contribution in fiscal 
1971 will be in part counterbalanced 
by the recent freight rate increase. 
Commercial Motor Freight failed to 
realize significant benefit from the 
new rate structure in fiscal 1970 
because of its gradual enactment 
throughout June, the last month 
of the fourth quarter. 
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A Year of Progress 

Fiscal 1970, in spite of these 
conditions, was a year of progress 
for us. Arrangements were initiated 
to manufacture our ceramic and 
processing equipment, as well as our 
Plymouth line of mining and industrial 
locomotives in Canada. This 
program is particularly significant in 
terms of expanding Banner’s future 
participation in Canadian and world 
markets. 

Skinner Engine Division perform¬ 
ance in fiscal 1970 reflected greater 
penetration into the intensive mixer 
steam turbine, and pump fields. 
Acimet Manufacturing Division con¬ 
tinued its solid growth in the industrial 
fastener market. Progressive Welder 
Canada Ltd. posted sales gains 
during the year, primarily from 
increased shipments of large auto¬ 
mated welding equipment. Also 
realizing increases over year ago 
levels were Dubie-Clark Division in 
sales of small agitator vessels and 
custom metal fabrication, and Fate- 
Root-Heath Division in sales of loco¬ 
motives, ceramic machines and 
extruders. 


Other important accomplishments 
included: 

— Increased steam turbine and fire 
pump business and a related 
expansion in replacement and spare 
parts sales for these products. 

— Development of new product lines 
ranging from a diesel locomotive 
crane carrier to a hydrostatically 
driven extruder, from a 4,000 gallon 
per minute fire pump to a full line of 
left hand threaded fasteners. 

— Programs for improved production 
facilities such as a new molding line 
at Advance Foundry. 

— Strengthening our over-all financial 
position with a substantial debt 
reduction. 

Banner Industries Today 

In the course of three years, since 
present management assumed 
direction of the company, the 
corporate characteristics of Banner 
Industries have changed greatly. 

Since January 1968 when Banner 
Industries, Inc. — then an operator of 
retail stores with sales of $1,786,000 
in fiscal 1967 — merged with Patterson 
Industries, Inc. — primarily a capital 
goods manufacturer — sales volume 
of the newly combined entity has more 
than tripled. In that time, seven major 
acquisitions including Commercial 
Motor Freight, Ohio’s largest intrastate 
carrier, have built Banner into a 
diversified motor freight company 
and manufacturer of products for 
industry. Today the company serves 
some 50 industries and markets. 


Banner’s products and services 
reach markets as widely diverse as 
the American economy itself. Our 
valves help control the transportation 
of petroleum, natural gas and water. 
Our pumps are used in a wide variety 
of applications ranging from pumping 
for irrigation and fire fighting equip¬ 
ment to the removal of sewage. 

Applications for Banner’s mixers 
and huge blenders are equally diverse, 
ranging in scope from baking bread 
to manufacturing rocket fuel, tooth¬ 
paste, antibiotics and plastics. Our 
giant steam turbines are utilized to 
produce energy for a wide range of 
industrial uses. 

Manufacturers of pollution control 
equipment are important customers 
for our valves, pumps, castings and 
other metalworking skills. The 
construction industry is another one 
of many important markets for our 
wide variety of custom and standard 
fasteners, as well as for our ceramic 
tile products. 

Our diesel locomotives and proces¬ 
sing equipment are found in such 
applications as mining, stone 
quarrying, and mineral processing. 

We also supply machines and tools 
to manufacturers of electrical and 
electronic components, as well as 
provide a wide range of aircraft 
replacement parts to the aircraft 
industry. 

Commercial Motor Freight, which 
accounts for about half of the 
company’s total revenues, serves 
shippers as a regular route common 
carrier, an intrastate carrier, an inter¬ 
state carrier and a United States 
customs bonded carrier operating over 
routes in five states. Commercial 
Motor Freight has 23 terminals in 
major cities and offers direct service 
to over 1,000 shipping points. 
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Banner Industries is also a supplier 
to many of the major industries and 
business segments in the world 
market. A number of our divisions 
have sales representation in other 
countries. The company has five 
European licensees manufacturing 
and marketing many of our product 
lines throughout the European 
Common Market. 

Financial Position Strengthened 

Fiscal 1970 was a period which 
emphasized the strengthening of 
Banner’s financial structure. Our 
financial position has never 
been stronger. 

Shareholders’ equity amounted to 
$9,328,025, or $2.10 a share at the 
close of fiscal 1970. This compares 
to shareholders’ equity of $7,901,770. 
or $1.78 a share at the end of fiscal 
1969. Current assets of the company 
as of June 30,1970, totaled $18,686,293 
and were at a ratio of 1.5 to 1 of current 
liabilities which amounted to 
$12,296,710. 

Working capital amounted to 
$6,389,583. Earnings retained in the 
business amounted to $3,219,698 at 
the end of the fiscal year. This was a 
32 per cent increase from fiscal 1969 
retained earnings of $2,439,262. 


Total Debt Reduced 

The company’s total debt was reduced 
by $4,161,346 and as of June 30 
amounted to $21,068,592, the greater 
portion of which is related to the 
1969 acquisition of Commercial 
Motor Freight. This compares 
with total debt at fiscal 1969 
year-end of $25,229,938. Interest and 
related charges in fiscal 1970 totaled 
$2,330,852, the major portion of which 
were associated with the loan to 
finance the Commercial Motor Freight 
acquisition. 

The substantial reduction in 
our total debt in fiscal 1970 was 
accomplished in part with the 
application of some proceeds from 
the liquidation of Jackson Iron & Steel, 
as well as through internal genera¬ 
tion of cash. Interest expenses will 
continue high, but can be expected 
to be gradually reduced. 

Executive Changes 

The fiscal year saw several executive 
changes in the company’s operating 
divisions and subsidiaries. S. M. 

Bostic retired as president of 
Commercial Motor Freight and was 
succeeded by R. F. Todd, formerly 
executive vice president. Mr. Bostic 
will continue as a member of the 
Commercial Motor Freight Board of 
Directors, as well as a director of 
Banner Industries. A. William Schneble 
was elected chief executive officer of 
Advance Foundry Company. He 
succeeded George A. Kramer, Sr., 
who continues as the subsidiary’s 
board chairman. 

Among other important executive 
changes during the year were the 
appointments of G. James Colton as 
president and general manager of 
Progressive Welder Canada Ltd. and 
Chester G. Hearn III as general 
manager of Patterson-Ludlow Division. 


Mr. Colton was formerly sales manager 
of the Turbine and Centrifugal Pump 
Section of the corporation’s Skinner 
Engine Division, and Mr. Hearn 
previously served as works manager 
for Patterson-Ludlow. 

The Outlook 

Banner Industries starts fiscal 1971 
in a strong and flexible position to 
produce a wide range of goods and 
services in sufficient quantities to 
meet the increasing demand for these 
items. We expect our progress of the 
past three years to continue into 
future years, as well. Support for this 
optimism is based on our substantial 
physical and financial resources, the 
skills and talents of our more than 
3,000 employees, management’s 
experience and determination, and 
the loyalty of our customers, suppliers 
and shareholders. 


Sincerely, 



Samuel J. Krasney 
Chairman of the Board and 
Chief Executive Officer 


October 30, 1970 
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Review Of Operations 


Banner’s largest subsidiary, 
Commercial Motor Freight, provides 
its motor common carrier, intrastate 
carrier, interstate carrier, and U. S. 
customs bonded carrier services to 
shippers over routes in Ohio, Indiana, 
West Virginia, Kentucky and 
Pennsylvania. Operations are con¬ 
ducted from Commercial Motor 
Freight’s 23 terminals in major cities 
including Columbus, Cleveland, Akron, 
Youngstown, Cincinnati, Dayton, 
Canton, Fort Wayne and Wheeling. 
Additionally, Commercial Motor 
Freight, which is Ohio’s largest 
intrastate carrier, offers general freight 
hauling capabilities on a nationwide 
basis with emphasis on states in the 
Midwest, South and Southwest. 


Commercial Motor Freight’s 
fleet at year end totaled approxi¬ 
mately 660 trucks and tractors 
and 1,280 trailers. Of that total, all 
the trucks and tractors and approxi¬ 
mately 80 per cent of the trailers are 
owned by Commercial Motor Freight. 

The majority of Commercial Motor 
Freight’s employees are represented 
by the Teamsters Union which 
bargains with the industry on a nation¬ 
wide basis, subject to local ratification. 
The present agreement, which became 
retroactive to April 1, 1970, expires 
June 30, 1973. 

Tonnage Reduction 

The set-back in Commercial Motor 
Freight’s total tonnage hauled for the 
year was due to the 33-day wildcat 
strike which adversely affected the 
entire industry. This stoppage in the 
final quarter of fiscal 1970 accounted 
for a 179,738,000 pound reduction in 
tonnage hauled from the year-previous 
record level of 2,496,964,000 pounds. 

Source of Growth 

More significant during the year was 
Commercial Motor Freight’s continued 
emphasis on less-than-truckload (LTL) 
shipments which traditionally have 
made up a substantial portion of total 
revenues and tonnage. 


LTL service will continue to be an 
important source of future growth for 
Commercial Motor Freight. It becomes 
more meaningful in economic down¬ 
turns such as we experienced last 
year because shippers then tend to 
ship in smaller quantities and work on 
tighter inventories. 

Commercial Motor Freight has 
adequate terminals and the correct 
balance of men and materials handling 
machinery to process LTL profitably. 
The economy of our LTL operations 
is particularly significant in terms of 
the increased tonnage during the year 
from companies which maintain their 
own freight hauling fleets. 

The outlook for the current year for 
Commercial Motor Freight is good. 
Highly specialized marketing research 
programs, enabling the company to 
concentrate sales efforts where 
potential is greatest, and programmed 













Commercial Motor Freight's 
Columbus, Ohio, terminal. 

equipment replacement can be ex¬ 
pected to exert a favorable influence on 
revenues and earnings for fiscal 1971. 

Increased Business Booked 

As a producer of industrial loco¬ 
motives, ceramic machinery, and 
processing equipment, Banner 
Industries strengthened its position 
in a vital manufacturing sector of the 
U. S. economy in fiscal 1970. 

The Fate-Root-Heath division is 
ranked among the world’s leading 
manufacturers of extruding machines 
and of industrial locomotives under 65 
tons. The division’s products, for 
which it booked increased business 
for 1970, are used for a multiplicity 
of applications ranging from the 
production of foods, dry chemicals, 
semi-plastics, food additives, brick, 
tile, sewer pipe, chewing gum, crayons, 
china, pottery, insulators and fertilizers 
to mining ferrous and non-ferrous 
metals and processing solid waste 
material. 


Extruder Innovation 

During the year, our Fate-Root-Heath 
division introduced an important 
innovation in the manufacture of 
extruding equipment with a line of 
hydrostatic extruders. This new 
extruder line represents the first time 
hydrostatic drives have been economi¬ 
cally applied to extrusion equipment. 

Hydrostatically driven extruders 
offer a number of distinct advantages 
— the elimination of complex gearing 
and electrical variable speed controls 
common to conventional extrusion 
equipment, the ability to provide 
infinite and independent variable 
speeds on both top and lower shafts, 
and a wide variety of auger combina¬ 
tions for increased flexibility of 
operation. The new hydrostatic 
extruders can be manufactured in 
several size and horsepower ranges 
and are designed specifically to 
meet the exacting requirements 
of sanitation demanded by the food 
and pharmaceutical industries. 


The Fate-Root-Heath division also 
started marketing in fiscal 1970 new 
extrusion equipment which sub¬ 
stantially increases ore pelletizing 
efficiency. In addition to meeting ore 
processors’ requirements for mass 
production, our extruders can produce 
up to 80 tons of ore pellets per hour. 
The potential of this particular appli¬ 
cation is accented by the fact that 
several of the nation’s largest ore 
producing plants are using our 
extruders to speed production. 

New MPRV Locomotive 

In addition to developing a new sewer 
pipe handling machine, the 
Fate-Root-Heath division has 
developed a new diesel hydraulic 
locomotive crane carrier designed 
to serve as a multi-purpose rail vehicle 
(MPRV). Our new MPRV, in addition 
to its other uses, will perform as a 
locomotive by providing adequate 
traction, speed and power to pull its 
own wrecking train. 

Beyond this, the division is experi¬ 
menting with a new rubber-tired 
switching vehicle for use in industrial, 
tunneling, mining and railroad opera¬ 
tions. Studies also are underway to 



Plymouth mining locomotive. 
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explore the feasibility of leasing 
programs, thereby making the 
division's products available to a 
wider segment of industry. 

Metalworking Activities 

Banner’s Advance Foundry and Dubie- 
Clark divisions strengthened their 
positions as suppliers to a wide 
range of industries including the 
automotive, electrical, chemical and 
rubber industries last year. Advance 
is a producer of automotive stamping 
dies and machine tool and valve 
castings. Dubie-Clark manufactures 
containers and agitators, and also 
performs machining, welding 
and custom metal fabrication on 
aluminum, steel and other metals. 

During fiscal 1970, Advance doubled 
its capacity for ramming molds with 
the installation of automation 
equipment. This increased mold 
making capability in conjunction 
with a new molding line to produce 
repetitive castings from 400 through 
3,000 pounds, scheduled to go on line 
early in 1971, places Advance in an 
ideal position to take advantage of 
the growth potential for the custom 
casting and general foundry jobbing 
fields. 

Of significance in fiscal 1970 was 
Dubie-Clark’s efforts toward trans¬ 
ferring its metalworking expertise 
developed in serving government 
markets to commercial and industrial 
applications. Our efforts in this 


direction last year were rewarded 
by a substantial increase in volume 
over that of the previous year. 
Government work contributed less 
than one per cent of our total sales 
in fiscal 1970. 

Welder Sales Increase 

Increased emphasis by Progressive 
Welder Canada Ltd. on the sale of 
large automated welding equipment 
produced excellent sales results. As 
one of Canada’s major manufacturers 
of standard and automated resistance 
welding equipment including spot, 
projection, seam and flash welding 
machines, Progressive Welder custom 
designs and produces automated 
welding lines for specific applications 
and builds hydraulic cylinders and 
welding guns. The company also 
operates a non-ferrous foundry for 
the manufacture of resistance welding 
alloy castings. 

Valves, Blenders, and Dryers 

Patterson-Ludlow division produces 
one of industry’s most diversified 
lines of large gate valves in terms of 


sizes, configurations and pressures 
with a degree of skill that makes it 
a vigorous competitor in the market¬ 
place. The division’s reputation for 
manufacturing quality special 
machinery for blending and drying 
also is widely acknowledged through¬ 
out the petroleum, water and waste, 
pharmeceutical, carbon and food 
industries. 

During the year Patterson-Ludlow 
continued to meet the exacting 
demands for agitators, mixers, 
blenders and conaform vacuum dryers, 
ball and pebble mills for the ceramic, 
paint, chemical and plastics industries; 
vacuum dryers and blenders for 
pharmaceuticals; reactor and pressure 
vessels used in the production of 
resins; and double-disc gate valves, 
check and butterfly valves, and conduit 
valves ranging in sizes up to eight 
feet in diameter. The division also 
serves the graphic arts industry with 
a line of rubber and plastic plate 
making presses. 

In response to the growth oppor¬ 
tunities that exist in the field of 
pollution control equipment, the 
division last year initiated several 
research programs aimed at develop¬ 
ing such devices as aerator screens, 
lift stations and package plants for 
handling waste solids. 


Plymouth diesel hydraulic locomotive 
(45 to 120 tons). 
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Turbines, Mixers, and Pumps 

Steam turbines, intensive mixers and 
pumps are the mainstays of the 
Skinner Engine Division. Skinner 
Engine ranks among the top few 
manufacturers of UL/FM approved 
fire pumps in the United States. It 
also is one of the leading rebuilders 
and modifiers of existing batch mixers, 
mills and other process equipment for 
rubber, plastics, and allied industries, 
t In addition to its growing business 

in the intensive mixer field, the division 
was successful in obtaining two large 
steam turbine orders for new refinery 
complexes in the petro-chemical 
industry last year. 

The division’s program of research 
and development continued to con¬ 
tribute to new product development 
and product improvement during fiscal 
1970. Of special significance was the 
development and introduction of the 
first 4,000 GPM fire pump in the 
United States. This pump is the largest 
horizontal type ever to be marketed 
and is currently undergoing final 
testing for UL/FM approval. Several 
of these new pumps have already been 
placed in operation and present real 
potential for their increased use. 

Pump Leadership Advances 

The division’s long standing leadership 
in the production of sewage pumps 
also was advanced during the year. 
This progress was reflected in the 
redesign of Skinner’s sewer pump 
line for improved operating efficiency 
and economy. 

While sales of turbines and intensive 
mixers can be expected to show a 
modest increase in fiscal 1971, Skinner 
I Engine’s greatest potential lies in 

marketing sewage pumps and centri¬ 
fugal pumps. We expect that the 
t implementation of plans to redesign 
our large centrifugal pump units this 
year will enhance our opportunities 
for future growth in this area. 



A/ew hydrostatic extruder. 


4000 GPM 12 " suction by 10" discharge centrifugal fire pump . 
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Fastener Business Grows 

Acimet Manufacturing Division 
achieved growth in sales volume last 
year as the division substantially 
increased its share in one of the 
fastest growing segments of the 
American industrial economy — the 
fastener industry. A planned mix of 
product improvement programs and 
the increased diversification of its 
distribution channels were significant 
factors in reaching this sales peak. 

A new line of left hand threaded 
fasteners for the machine tool, con¬ 
struction, and industrial maintenance 
markets was successfully introduced 
last year. This new fastener line 
increases Acimet’s flexibility in 
serving a broader range of 
customer applications. 

In addition to specializing in 
supplying custom fasteners in almost 
any size or shape to meet a wide 
variety of applications, the division 
also supplies a line of standard 
fasteners vital to the production and 
performance of almost every industrial 
and consumer product today. Guided 
by a strong emphasis on product 
quality, reliability and service, Acimet’s 
manufacturing facilities were at full 
capacity at year end. Based on 
Acimet’s current pattern of growth, 
we expect to increase substantially 
the division’s physical plant in fiscal 
1971. 


Floor and Wall Tile 

Response to shifting consumer 
preference trends, creative marketing, 
emphasis on cutting costs, and the 
phasing out of marginally profitable 
segments of the business highlighted 
fiscal 1970 activities at Misceramic 
Tile. During the year, we marketed 
our floor and wall tile products to 
ceramic tile distributors, private label 
accounts, floor covering accounts, 
ceramic tile contractors and paint 
and glass distributors. 

Keeping pace with the shifting 
patterns for customizing both interiors 
and exteriors of residential and 
commercial structures, Misceramic 
introduced a new castile line of 
ceramic tile into its already extensive 
floor and wall covering product line 
last year. 



Stator shell seam welder. 


Drop type discharge door intensive mixer. 
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Misceramic also completed its 
$225,000 expansion program during 
the fiscal year. This capital investment 
included construction of a 9,600 
square foot addition to Misceramic’s 
Cleveland, Mississippi plant and a 
third 130-foot tunnel kiln. Through 
this increased production capacity at 
i Misceramic, Banner now has a solid 

base on which to build expansion in 
the residential and commercial 
I building construction industry. 

Electronics and Aircraft 

Banner Industries, through its 
Technical Devices Division and 
Cowan Aircraft Corp. subsidiary last 
year, expanded its participation as 
a supplier to the rapidly growing 
electronics and aircraft industries. 

Technical Devices is principally 
a producer of equipment used by 
manufacturers of electronic com¬ 
ponents. The systems produced and 
sold by Technical Devices range from 
circuit board fixtures for production 
line and laboratory applications to 
lead wire extractors which remove 
insulated lead wire from braided 
shielding. Technical Devices also 
markets numerically controlled 
machines for inserting and securing 
leads in dual-in-line integrated circuit 
packages and automated wire cutter 
and stripper equipment which cuts 
to length and strips both ends of a 
wire in a single-second operation. 

Technical Devices’ marketing 
organization is both national and 
international in scope. The company 
is currently represented in 22 foreign 
countries and its technical manuals 
and promotion material have been 
translated from English into Japanese, 
German, Italian and French. 

Cowan Aircraft operations con¬ 
tinued to make good progress during 
the year as an international supplier 
of aircraft replacement parts to both 
original equipment manufacturers 
and aircraft operators. 



Ceramic wall and floor tile for interior and exterior applications. 
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Consolidated Balance Sheets 

Banner Industries, Inc. and Subsidiaries 
June 30, 1970 and 1969 

Assets 


Current Assets: 1970 

Cash . $ 2,437,279 

Marketable securities, at cost, which approximates market. 214,924 

Receivables, less reserves of $135,957 in 1970 and $149,800 in 1969 . 7,549,573 

Net assets of subsidiary in process of liquidation (Note 1). — 

Inventories, at the lower of cost (first-in, first-out) or market. 7,382,147 

Prepaid expenses and other. 1,102,370 

Total current assets. $18,686,293 


Property, Plant and Equipment, at cost (Notes 2 and 5). $33,568,193 

Less — Accumulated depreciation and amortization. 16,337,930 

$17,230,263 


Other Assets: 

Unamortized cost of product lines and preproduction costs. $ 209,559 

Cost in excess of net assets of purchased businesses (Note 1). 999,912 

Transportation operating rights (Note 1). 2,979,859 

Other . 191,306 

$ 4,380,636 
$40,297,192 


The accompanying notes are an integral part of these statements. 


1969 

$ 2,581,566 
1,449,562 
6,560,482 
1,281,109 
7,318,222 
1,207,988 
$20,398,929 


$33,273,465 

15,049,015 

$18,224,450 


$ 280,206 
999,912 
2,887,359 
130,539 
$ 4,298,016 
$42,921,395 
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Liabilities 


Current Liabilities: 


1970 


1969 


Notes payable and current maturities of debt obligations (Note 2). $ 4,341,540 

Accounts payable . 4,014,812 

Accrued wages and vacations. 1,562,472 

Other accrued expenses . 2,063,148 

Accrued Federal income taxes and renegotiation refunds (Note 6). 314,738 

Total current liabilities, excluding refinancing obligation (Note 2) $12,296,710 


Commercial Loan Agreement (less current maturities above, due to be 

refinanced April 1, 1971 ) (Note 2). $12,165,100 


Long-Term Debt and Reserves: 

Long-term debt (less current maturities above) (Note 2). $ 4,561,952 

Employee pension benefits (Note 4) . 325,261 

Other reserves and deferred credits. 378,444 

Deferred Federal income taxes (Note 6). 1,241,700 

$ 6,507,357 


Commitments and Contingent Liabilities (Note 4) . 

Shareholders’ Equity (Notes 2, 3 and 6): 

Common shares, 10 cents par value, authorized 7,000,000 shares, 


issued 4,434,621 shares in 1970 and 1969 . $ 443,462 

Paid-in capital . 5,665,152 

Retained earnings . 3,219,698 

Less — 200 Common shares held in treasury, at cost. (287) 


$ 9,328,025 
$40,297,192 


$ 5,725,140 
4,523,157 
1,358,718 
1,907,227 
430,067 

$13,944,309 


$13,589,500 


$ 5,915,298 
655,708 
62,143 
852,667 

$ 7,485,816 


$ 443,462 

5,019,333 
2,439,262 
(287) 

$ 7,901,770 
$42,921,395 
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Consolidated Statements of Income 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30, 1970 and 1969 


1970 


Net Sales and Revenues. $58,992,391 

Costs and Expenses (including depreciation and amortization of $2,269,745 
in 1970 and $1,386,187 in 1969): 

Cost of sales and operating expenses. $48,466,536 

Selling, general and administrative expenses. 7,414,567 

Interest expense, net . 2,330,852 

Total costs and expenses. $58,211,955 

Income Before Federal Income Taxes and Items Shown Below $ 780,436 

Federal Income Taxes. 392,000 

Income from Continuing Operations Before Extraordinary Items $ 388,436 

Extraordinary (Charge) Credit: 

Plant shutdown and relocation costs, net of taxes of $176,000 . — 

Federal income tax reduction from carry-forward of operating losses (Note 6) 392,000 

Income from Continuing Operations . $ 780,436 

Operating Losses of and Costs Associated with Discontinued Operation, 

net of taxes of $270,000 . — 

Net Income . $ 780,436 


Per Average Common Share Outstanding: 

Income from continuing operations before extraordinary items. $.09 

Extraordinary items. .09 

Income from continuing operations. $.18 

Discontinued operation . — 

Net income . $.18 


The accompanying notes are an integral part of these statements. 


1969 


$40,999,631 


$33,457,649 

5,209,918 

1,014,600 

$39,682,167 

$ 1,317,464 
658,000 

$ 659,464 

(178,498) 


$ 480,966 

(398,841) 
$ 82,125 


$.15 

(.04) 

$.11 

(.09) 

$.02 
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Consolidated Statements of Shareholders’ Equity 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30, 1970 and 1969 



Common 

Paid-In 

Retained 


Shares 

Capital 

Earnings 

Balance, June 30, 1968 . 

$420,825 

$3,217,524 

$2,419,934 

Net income .... 

— 

— 

82,125 

Sale of common shares under stock option plan. 

5,500 

95,125 

— 

Shares issued in connection with the acquisition 
of certain businesses . 

16,794 

1,680,331 


Transactions of pooled businesses prior to dates of pooling — 
Dividends . 



(62,797) 

Other . 

343 

26,353 

— 

Balance, June 30, 1969 . 

$443,462 

$5,019,333 

$2,439,262 

Net income. 

— 

— 

780,436 

Excess of proceeds over June 30,1969, estimated 
liquidating value (Note 1) . 

_ 

645,819 

_ 

Balance, June 30, 1970 . 

$443,462 

$5,665,152 

$3,219,698 


Consolidated Statements of Source and Application of Funds 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30, 1970 and 1969 


Source of Funds: 

Net income . 

Depreciation and amortization . 

Total funds from operations. 

Debt incurred to purchase Commercial Motor Freight, Inc. 

Net current assets acquired by issuance of stock. 

Working capital acquired in Commercial Motor Freight, Inc. acquisition. 

Proceeds from exercise of stock options. 

Excess of proceeds over June 30, 1969, estimated liquidating value (Note 1) .. 
Other, net . 

Application of Funds: 

Reduction of total debt, net. 

Increase (decrease) in current maturities. 

Reduction of long-term debt, net. 

Acquisition of Commercial Motor Freight. 

Purchase of fixed assets, net. 

Reduction in Working Capital . 


1970 

1969 

$ 780,436 

$ 82,125 

2,269,745 

1,386,187 

$ 3,050,181 

$ 1,468,312 

— 

14,981,000 

— 

2,090,280 

— 

1,001,615 

— 

100,625 

645,819 

— 

292,267 

(235,810) 

$ 3,988,267 

$19,406,022 

$ 4,161,346 

$ 8,756 

(1,383,600) 

3,387,463 

$ 2,777,746 

$ 3,396,219 

— 

14,981,000 

1,275,558 

1,591,717 

$ 4,053,304 

$19,968,936 

$ (65,037) 

$ (562,914) 


The accompanying notes are an integral part of these statements. 
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Notes To Consolidated Financial Statements 

Banner Industries, Inc. and Subsidiaries 
June 30, 1970 and 1969 


1. Principles of Consolidation: 

The consolidated financial statements include the accounts of 
the Company and its subsidiaries, all of which are wholly owned. 
Certain reclassifications have been applied to the June 30, 1969, 
balance sheet to be consistent with the classifications used at 
June 30, 1970. 

The Company acquired Jackson Iron and Steel Company in 
June, 1969, and the net assets of Jackson were reflected in the 
consolidated balance sheet at that time, based upon estimated 
liquidating values. During the fiscal year ended June 30,1970, 
the Company disposed of the assets of this subsidiary, realizing 
$645,819 in excess of its estimated liquidating values. This 
amount has been credited to paid-in capital as a retroactive 
adjustment of the value placed upon the Company’s shares 
issued at the time of acquisition. 

The amounts reflected as transportation operating rights and 
costs in excess of net assets of purchased businesses are not 
being amortized since, in the opinion of management, there has 
been no diminution in the value of these businesses. 


2. Long-Term Debt: 



Interest 

Rate 

Amount 

Notes payable to banks. 

... 6% 

-9% 

$ 2,052,153 

Mortgages payable . 

... 41/2 % 

-9% 

2,832,208 

Notes payable to former shareholders 5% 

-6% 

1,210,701 

Other notes payable . 

Various 

1,973,530 

Commercial note payable. 


12% 

13,000,000 




$21,068,592 

Less: 




Current maturities . 



4,341,540 

Portion subject to refinancing 




obligation. 



12,165,100 

Net Long-Term Debt. 



$ 4,561,952 


The Commercial note payable of $13,000,000 represents the 
unpaid portion of the original funds ($14,981,000) borrowed in 
connection with the acquisition of Commercial Motor Freight, 
Inc. (CMF), which loan is secured by substantially all of the 
assets of CMF and the repayment of which is guaranteed by 
Samuel J. Krasney, Banner’s Chairman and Chief Executive 
Officer, who has pledged 1,500,000 shares of Banner stock, 
owned by him, to secure this guarantee. 

Terms of the initial loan agreement required the Company to 
refinance the loan on or before March 31,1970. The Company 
did not meet this requirement, and the lenders have agreed to-a 
pne-year extension. Under this extension, the Company i6 
obligated to make monthly principal payments of $139,150 
beginning October 1,1970, and to refinance the remaining 
portion no later than March 31,1971. The Company is currently 
considering various alternative methods of accomplishing this 
refinancing, such as a public offering and/or private placements 
of debt or equity securities, or a combination of these, or a 
restructuring in whole or part of this Commercial loan. At this 
time, no definite decision or commitment has yet been made with 
respect to the form or the ultimate timing of the refinancing. Also, 
the loan documents (1) place certain restrictions on CMF and/or 
Banner as to additional borrowing and maintaining stated 
amounts of both working capital and tangible net worth, and 
(2) require the consent of the lender before the making of capital 
expenditures over certain amounts, and issuing of any Banner 


stock or the payment of dividends or other distributions on 
Banner stock. Under the terms of the loan documents, no retained 
earnings of CMF may be distributed as dividends to Banner. 

In addition to the assets pledged as security for the Commercial 
loan, a substantial portion of the remaining consolidated fixed 
assets are pledged as security for other loans. Repayment of 
certain of these loans has been guaranteed by certain directors 
and shareholders who have pledged 400,000 shares of Banner 
stock owned by them (in addition to the 1,500,000 shares referred 
to above) as security for these guarantees. Principal payments 
due on the long-term debt obligations (excluding any amounts 
on the CMF loan which must be refinanced by March 31,1971) 
are as follows: 1972, $1,207,372; 1973, $812,997; 1974, $625,306; 
1975, $375,212; thereafter, $1,541,065. 

3. Options, Warrants and Contingent Shares: 

The Company has an Employee Qualifying Stock Option Plan 
which provides for the granting of options for a maximum of 
50,000 shares of common stock to certain officers and other key 
employees of the Company, whereby options may be granted for 
a period not to exceed five years, at option prices per share not 
lower than the fair market value per share of the common stock 
on the date of grant. During the year ended June 30, 1970, 
options were granted for the purchase of 3,500 shares at $4.12 
per share and 23,450 shares at $6.62 per share. 

In securing the Commercial loan referred to in Note 2, the 
Company issued warrants to a lender for the purchase of 150,000 
common shares at a price of $12 per share, which warrants are 
exercisable at any time prior to February 14, 1977. 

The Company has reserved a maximum of 219,999 shares of 
common stock for possible issuance as additional consideration 
for businesses acquired. The number of shares to be issued is 
dependent upon the subsequent earnings of the businesses 
acquired and/or the future market value of the Company’s 
common stock. 

Earnings per share have been computed in accordance with 
Opinion 15 of the Accounting Principles Board and are based 
on the weighted average number of shares outstanding in each 
year. No significant dilution in earnings per share would occur 
if the warrants were exercised or if the shares contingently 
issuable, as outlined above, were to be issued. 

4. Commitments and Contingent Liabilities: 

The Company has pension plans covering the majority of its 
employees. Total pension expense was approximately $1,124,000 
in 1970 and $620,000 in 1969, which includes, generally, 
amortization of prior service costs over thirty to forty years. The 
Company’s general policy is to fund pension costs accrued. The 
substantial decrease in unfunded past service costs in the 
accompanying balance sheets resulted from the funding of the 
past service costs of the Jackson Iron and Steel Company. The 
actuarially computed value of vested benefits exceeded the total 
of pension funds and balance sheet accruals at June 30, 1970, 
by $1,048,000. The estimated unfunded and prior service costs 
not accrued in the accompanying balance sheet were 
approximately $1,731,000 as of June 30, 1970. 
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The Company has various lease agreements for facilities and 
equipment with aggregate annual rentals of approximately 
$300,000, with the total obligation under the leases, which expire 
at various dates through 1978, being approximately $1,700,000. 

In addition, the Company entered into a sale/leaseback 
agreement in 1970, whereby the land and building of a subsidiary 
was sold for $300,000, and simultaneously agreed to lease that 
facility for a period of twenty years at an annual rental of $30,000. 
In addition, either party to this agreement may require the 
repurchase for $300,000 of this property at any time subsequent 
to four years after the commencement of the lease agreement. 
The excess ($155,000) of the sales proceeds over the net book 
value of the related property has been reflected as a deferred 
credit in the accompanying balance sheet. 

The Company was contingently liable to banks for discounted 
notes receivable and trade acceptances aggregating $210,000 
at June 30, 1970. 

5. Property, Plant and Equipment: 

Property, plant and equipment at June 30, 1970 and 
consisted of the following: 

1970 

Land .$ 2,605,922 

Buildings and leasehold 

improvements . 10,277,980 

Transportation equipment . 14,002,338 

Machinery and equipment . 6,681,953 

$33,568,193 


For financial reporting purposes, the Company provides for 
depreciation of property and equipment principally on the 
straight-line method at rates sufficient to amortize costs over 
the estimated useful lives of the applicable assets. 

6. Federal Income Taxes: 

The accompanying balance sheet gives recognition to anticipated 
future benefits to be received when certain costs, reserves, or 
deferred credits previously recorded by the Company enter into 
the determination of taxable income or are utilized as tax loss 
carry-forwards for Federal income tax purposes. These 
anticipated tax benefits have been offset against deferred taxes 
resulting primarily from the use of straight-line depreciation for 
financial statement purposes and accelerated depreciation for 
tax purposes. 

During the year ended June 30, 1970, taxes of $392,000, 
reflected in the accompanying statement of income and which 
would have been otherwise payable, have been offset by 
operating loss carry-forwards. In addition, taxes otherwise 
payable of approximately $316,000, relating to the $645,819 
reflected as a credit to paid-in capital, have been offset by 
operating loss carry-forwards. A similar extraordinary credit of 
$253,000 was reflected in the statement of income in the year 
ended June 30, 1968. Because of restrictions and limitations 
related to net operating loss carry-forwards and to the potential 
redetermination of taxable income against which these carry¬ 
forwards may be used, as set forth in the Internal Revenue Code 
and Regulations promulgated thereunder, the use of all or any 
part of the aforementioned operating losses may be denied to 
the Company and its subsidiaries. 


1969, 

J969 

$ 2,624,606 

10,423,269 

13,850,735 

6,374,855 

$33,273,465 


Auditors’ Report 


To the Shareholders and 
Board of Directors, 
Banner Industries, Inc.: 


We have examined the consolidated balance sheets 
of BANNER INDUSTRIES, INC. (a Missouri corporation) 
AND SUBSIDIARIES as of June 30,1970 and 1969, and 
the related statements of income, shareholders’ equity 
and source and application of funds for the years then 
ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such 
other auditing procedures as we considered necessary 
in the circumstances. 

In our opinion, subject to the effect of Federal income 
tax matters referred to in Note 6, the accompanying 


consolidated financial statements present fairly the 
financial position of Banner Industries, Inc. and Sub¬ 
sidiaries as of June 30,1970 and 1969, and the results 
of their operations for the years then ended, in conformity 
with generally accepted accounting principles consis¬ 
tently applied during the periods. 

ARTHUR ANDERSEN & CO. 


Cleveland, Ohio, 
September 1, 1970. 
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Markets-Industries Served by Banner 


Automotive 

Aircraft 

Chemical 

Metals & Metalworking 

Ceramics 

Electronics 

Electrical 

Rubber 

Paint 

Pharmaceutical 
Shipbuilding 
Food Processing 
Petrochemical 
Natural Gas 


Printing 

Mining 

Water Pollution Control 
Construction 
Machine Tool 
Appliance 

Agricultural Implements 
Tool and Die 
Office Furniture 
Municipal 

Magnetic Tape Manufacturers 
Ink Producers 


Military 

Fertilizer 

Stone Quarrying 

Mineral Processing 

Water 

Retail 

Textile 

Interior/Exterior Decorating 

Fluid Handling & Processsing 

Chewing Gum 

Grain Storage 

Sand Processsing 

Scrap Processing 

Brick Manufacturing 


Sewage and Drain Tile 
Manufacturing 

Pottery Manufacturing 

Chalk and Crayon 
Manufacturing 

Bridge Building 

Plastics 

Cement 

Hospital and Restaurant 
Equipment Manufacturers 

Cooking Utensil 
Manufacturers 

Paper 


Toy Manufacturers 
Hardware 


Divisions and Subsidiaries 

Commercial Motor Freight, Inc. 

Columbus, Ohio 
R. F. Todd 

Services: Motor Freight. 

Patterson-Ludlow Division 

East Liverpool, Ohio 
Chester G. Hearn, III. 

Products: Industrial and water works 
valves, mills, blenders, mixers, 
agitators, conaform vacuum dryers. 

Skinner Engine Division 

Erie, Pennsylvania 
Gordon D. Colton 
Products: Mixers, mills, process 
equipment, steam turbines, pumps. 

Progressive Welder Canada, Ltd. 

Chatham, Ontario 
G. James Colton 

Products: Standard and automated 
resistance welding equipment 
and automated welding lines. 


The Advance Foundry Company 

Dayton, Ohio 
A. William Schneble 
Products: Metal castings, including 
ductile iron and Strenes metal. 

Acimet Manufacturing Division 

Cleveland, Ohio 
Gerald Forstner, Jr. 

Products: Industrial fasteners. 

Fate-Root-Heath Division 

Plymouth, Ohio 
Miles W. Christian 
Products: Locomotives, ceramic 
machines, extruders. 

Technical Devices Division 

Culver City, California 
Melvin K. Allen 

Products: Machines and tools for 
electronics. 

Misceramic Tile, Inc. 

Cleveland, Mississippi 
S. E. Kossman 

Products: Floor, wall and decorator 
tile. 


Dubie-Clark Division 

Toccoa, Georgia 
J. Keller Cheek 

Products. Custom metal fabrication 
and agitation equipment. 

Patterson Industries (Canada) Ltd. 

Scarborough, Ontario 
Willard Mason 

Products: Mixing equipment, blenders, 
agitators, mills, dryers. 

Cowan Aircraft Corp. 

Burlingame, California 
Eric Cowan — Sam Spector 
Services: Aircraft replacement parts. 

Giant Value Stores, Inc. 

St. Louis, Missouri 

Samuel H. Goldman 

Services: Retail discount stores. 
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Directors and Officers 


Board of Directors 

William P. Barker 
S. M. Bostic 
Gordon D. Colton 
Thomas R. Green 
Samuel J. Krasney 
Robert L. Lewis 
Benjamin D. Pessin 


Principal Officers 

Samuel J. Krasney 
Chairman of the Board, 
Treasurer & Chief 
Executive Officer 

William P. Barker 
President 


Gordon D. Colton 
Executive Vice President 

Sam Spector 
Vice President and 
Technical Director 

David L. Burner 
Vice President — Finance 


Robert L. Ratchford 
Vice President — Legal 

Robert L. Lewis 
Secretary 


Independent Public Accountants 

Arthur Andersen & Co. 

Cleveland, Ohio 

General Counsel 

Ulmer, Berne, Laronge, Glickman 
& Curtis, Cleveland, Ohio 

Public Relations Counsel 

David R. Buschman & Associates, Inc. 
Cleveland, Ohio 


Co-Transfer Agents 

Irving Trust Company 
New York, New York 
Mercantile Trust Company 
St. Louis, Missouri 

Co-Registrars 

Bank of New York 
New York, New York 
Mercantile Trust Company 
St. Louis, Missouri 
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